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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue for the Canadian Iron and Steel Manufacturing industry is expected to fall 17.9% in 2020 alone as a result
of expected reductions in downstream demand. For more detail, please see the Current Performance chapter.

· Global demand for industry products is expected to decline, with global supply chain disruptions expected to result
in an overall decline in international trade. This is especially important for domestic operators, as exports will likely
account for 50.3% of industry revenue in 2020. For more detail, please see the International Trade chapter.

· Consumer confidence is expected to be shaken by the spread of COVID-19 (coronavirus), with IBISWorld
forecasting consumer confidence falling 27.2% drop in 2020. This will likely reduce investment in large construction
projects that use steel, harming operators. For more detail, please see the Demand Determinants chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry manufactures pig iron, steel and ferroalloys. Pig iron may be manufactured in a blast furnace or with

newer direct-reduction methods. Steel may be manufactured in basic oxygen furnaces (newly made steel) or in
electric arc furnaces (recycled steel). The industry also includes operators that manufacture basic steel shapes such
as bars, plates, rods, sheets, strips and wire, or form pipes and tubes from steel they have produced in-house.

Major Players ArcelorMittal

Stelco

Gerdau SA

Main Activities The primary activities of this industry are:

Direct reduction of iron ore

Manufacturing and converting ferroalloys

Producing steel through the use of open hearth furnaces

Manufacturing cold-rolled and hot-rolled steel products

Manufacturing basic steel shapes, such as bar, plate, rod, sheet, strip and wire

Forming pipes and tubes from self-produced steel

Manufacturing and converting pig iron

Producing steel through the combination of coke and iron ore in blast furnaces

Producing steel by melting recycled scrap steel, usually with pig iron, in electric arc furnaces

The major products and services in this industry are:

Crude steel

Hot-rolled, cold-rolled and galvanized steel shapes

Pig iron for other steel mills

Other
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Supply Chain

SIMILAR INDUSTRIES

Metal Pipe & Tube Manufacturing
in Canada

Steel Rolling & Drawing in
Canada

Aluminum Manufacturing in
Canada

Nonferrous Metal Rolling & Alloying
in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Iron & Steel Manufacturing in the
US

Iron Smelting and Steel
Manufacturing in Australia

Iron and Steel Smelting in China Iron & Steel Manufacturing in the
UK

Iron & Steel Manufacturing in
Ireland
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Industry at a Glance
Key Statistics

$11.7bn
Revenue

Annual Growth

2016–2021

-0.4%

Annual Growth

2021–2026

0.8%

Annual Growth

2016–2026

 

$210.2m
Profit

Annual Growth

2016–2021

-11.8%

  Annual Growth

2016–2021

 

1.8%
Profit Margin

Annual Growth

2016–2021

-1.5pp

  Annual Growth

2016–2021

 

110
Businesses

Annual Growth

2016–2021

1.1%

Annual Growth

2021–2026

0.5%

Annual Growth

2016–2026

 

14,252
Employment

Annual Growth

2016–2021

1.7%

Annual Growth

2021–2026

0.6%

Annual Growth

2016–2026

 

$1.3bn
Wages

Annual Growth

2016–2021

2.4%

Annual Growth

2021–2026

0.6%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

20.6%
World price of steel

2.6pp
Industrial capacity utilization

-1.1%
Value of nonresidential
construction

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Industry Assistance

Medium / Steady

  Concentration
Medium   Regulation & Policy

Medium / Increasing

  Technology Change
Medium

NEGATIVE IMPACT

  Revenue Volatility
High   Capital Intensity

High

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 The high volatility of steel prices has contributed to
significant fluctuations in industry revenue

 Domestic producers have increased competitiveness
through a wide range of mechanisms

 The value of industry exports is expected to grow as a result
of global uncertainty

 Global overcapacity and continued competition from imports
is expected to limit revenue growth

 Increased competition from substitute material
manufacturers is likely to benefit the industry

 Conditions are expected to remain challenging for many
higher-cost steel manufacturers

 Industry profit is expected to suffer as a result of a high level
of volatility
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  World price of steel
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Executive Summary Strong as steel: Expected growth in downstream construction and
renovation industries will fuel industry demand

The Iron and Steel Manufacturing industry in Canada has encountered difficult operating conditions over the five
years to 2021. Domestic steel prices are linked to global prices, which have been volatile in response to global
overcapacity and slow demand during the period. For example, industry revenue declined 10.2% in 2019 when the
world price of steel dropped 19.0% due to increased production overseas and cooling demand. Revenue during the
period has fluctuated largely according to the price of steel each year. Also, the spread of COVID-19 (coronavirus) in
2020 fuelled a significant contraction in revenue that year as global demand fell alongside a decline in various
domestic downstream industries. Overall, IBISWorld expects industry revenue to decline an annualized 0.4% to
$11.7 billion over the five years to 2021, despite an increase of 12.6% in 2021 alone as operating conditions
improve following the coronavirus vaccine rollout. Industry profit is also expected to suffer during the period as a
result of the high level of volatility in product prices and demand.

Prior to the period, rising global overcapacity, which occurs when global steel production exceeds global demand,
significantly cut into steel prices, hurting the revenue and profitability of Canadian steel manufacturers. Operators of
traditional blast furnace mills, including Stelco Holdings Inc., incurred operating losses due to a variety of reasons.
US tariffs were placed on various steel goods, including Canadian steel, in 2018. These tariffs resulted in weak
export growth over the past five years, despite a decline in the Canadian effective exchange rate (CEER) index
between 2016 and 2020, which measures the Canadian dollar compared with the currencies of large trading
partners. Weak export growth, which typically account for about half of industry revenue, contributed to the decline
in revenue during the period.

Over the five years to 2026, domestic demand is expected to improve alongside expectations for growth in export
markets. Expected growth in downstream construction and renovation industries is expected to fuel demand for
steel products, which will likely fuel revenue growth despite a modest decline in the world price of steel. Overall,
IBISWorld expects industry revenue to grow at an annualized rate of 0.8% to $12.1 billion over the five years to
2026.
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Industry Performance

Key External
Drivers

World price of steel

The price of steel fluctuates in response to global demand and supply trends, in addition to those of its inputs such
as iron and carbon. When the price of steel rises, producers pass on cost increases to customers through higher
product prices and raw material surcharges, resulting in greater returns. However, rising input costs amid weak
demand restrict industry profit. The world price of steel is expected to increase strongly in 2021, representing a
potential opportunity for the industry.

 

Canadian effective exchange rate index

Iron and steel manufacturers have increasingly relied on exports for revenue growth, particularly as international
demand for steel grows. The Canadian effective exchange rate (CEER) index measures the strength of the
Canadian dollar against other major currencies. Any appreciation of the dollar makes domestic goods more
expensive for foreign customers. Conversely, a depreciation dollar makes Canadian goods less expensive for
international markets. The CEER index is expected to increase in 2021, posing a potential threat to the industry.

 

Industrial capacity utilization

Industrial capacity utilization measures how much potential production capacity is being used. A higher industrial
capacity utilization rate indicates that manufacturers are producing closer to full capacity. It is closely tied to demand
for steel because it is used in a variety of industrial applications, from automobile manufacturing to oil pipelines.
Industrial capacity utilization is expected to increase in 2021.

 

Value of nonresidential construction

Steel is a key input in nonresidential construction, which includes office buildings, hospitals, factories, power plants,
railroads and other structures. Therefore, rising activity in the nonresidential construction sector boosts demand for
steel. Slow growth in consumer spending and a drop in private investment prompted the federal government to
loosen lending standards during the recession, which has since incentivized businesses to invest in the construction
of new spaces. The value of nonresidential construction in Canada is expected to fall in 2021.
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Current
Performance

The Iron and Steel Manufacturing industry in Canada includes mills that
produce flat and long steel products.

There are two distinct types of establishments within this industry, including integrated blast furnaces, which produce
primary steel from iron ore and electric arc furnaces, also known as minimills, which produce new steel products
from scrap. In turn, these companies manufacture various semifinished and finished products, including steel slabs,
sheet and coil, rod and billet, for downstream manufacturing and construction industries.

The price of steel has been extremely volatile over the five years to 2021, which has resulted in significant revenue
swings. Steel is generally used in nonresidential and commercial installations. IBISWorld estimates the value of
nonresidential construction will decline an annualized 0.9% over the five years to 2021, harming revenue. Overall,
industry revenue is expected to decrease at an annualized rate of 0.4% to $11.7 billion during the same period,
despite an increase of 12.6% in 2021 alone as global economic conditions improve.

STEEL PRICE VOLATILITY

Steel prices are highly cyclical and generally trend in line with both
domestic and foreign trends in supply and demand.

Unlike most other metals, steel is not formally a commodity because prices can vary widely based on shape, grade,
intended market and country of origin. The selling price of steel produced in Canada is also influenced by global
trends in steel production and consumption, which are affected by industrial and nonresidential construction activity
in global markets. According to 2018 data from the World Steel Association, Canada is the 18th-largest steel
producer in the world (latest data available).

The high volatility of steel prices over the past five years has contributed to significant fluctuations in industry
revenue. For example, the world price of steel declined 19.0% in 2019 following three consecutive years of growth in
excess of 10.0% between 2016 and 2018, including an increase of 29.9% in 2017. The overall result has been the
world price of steel rising at an annualized rate of 12.6% over the five years to 2021, though this is primarily a result
of an expected increase of 50.4% in 2021.

CHANGING PRODUCTION AND OPERATIONS

Despite relatively steady steel shipments in terms of volume, the volatility
in steel prices has hurt industry revenue in addition to profit for most
operators over the past five years.

In particular, all three of the industry's traditional blast furnace operators, Algoma Steel Inc., Stelco Holdings Inc. and
ArcelorMittal SA (ArcelorMittal), have incurred significant operating losses during the period. In 2021, industry profit,
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defined as earnings before interest and taxes, is expected to account for 1.8% of revenue, down from 3.3% in 2016.
In 2020, industry profit operated at a loss of 2.7% as operators contend with extreme global volatility due to the
COVID-19 (coronavirus) pandemic.

In response to price volatility, domestic producers have increased competitiveness through a wide range of
mechanisms, including a shift from traditional blast furnace facilities, which convert raw iron ore to steel, to electric
arc furnace facilities, which recycle scrap metal using high-amp electricity. New entrants that are not vertically
integrated can capitalize on recycling capabilities. According to the Steel Recycling Institute (SRI), steel is the most
recycled material in North America, surpassing aluminum, paper, glass and plastic combined. To compete more
effectively, smaller producers often produce raw steel from recycled scrap, minimizing costs. To this end, the profit
advantage gained through the production of recycled scrap has enabled electric arc technology to expand as a
share of industry production over the past five years. The move toward electric arc furnaces has dampened
employment prospects because these furnaces typically require fewer workers to operate than blast furnaces.
Furthermore, many major players have idled production or even shut down entire facilities to remain profitable amid
extreme volatility. As a result, the number of industry establishments is expected to decline an annualized 1.1% to
122 facilities over the five years to 2021. However, IBISWorld expects industry employment to increase at an
annualized rate of 1.7% to 14,252 workers during the same period.

These trends have had a significant influence on the industry's overall structure and major player composition in
recent years. Prior to the period, US Steel Canada Inc. divested completely from its Canadian operations in 2014,
placing its Hamilton Works and Lake Erie Works assets up for sale to interested buyers and effectively exiting the
industry. In late 2016, these assets were purchased by the Bedrock Industries Group LLC and amalgamated into a
new company rebranded as Stelco Holdings Inc. In December 2019, ArcelorMittal and Nippon Steel Corporation
(Nippon) acquired Essar Steel India Limited and its domestic subsidiary, Essar Steel Algoma Inc. (Essar), a former
major player in the industry. These trends highlight the industry's volatility, as even major players find it difficult to
operate efficiently.

GLOBAL MARKETS

The value of industry exports is expected to grow at an annualized rate of
0.3% to $5.9 billion over the five years to 2021 as a result of global
uncertainty.

In 2019 and 2020, exports fell 12.8% and 12.0%, respectively. This decline is largely a result of recent trade tension
between Canada and the United States, the industry's largest trading partner, which implemented tariffs on steel
products from across the border, harming domestic operators. Additionally, IBISWorld expects the spread of
COVID-19 (coronavirus) to slow all global trade and temporarily disrupt globally supply chains.

The value of industry imports is projected to increase at an annualized rate of 0.9% to $10.0 billion over the five
years to 2021. As the steel production industries of emerging markets continued to grow, international competition
has intensified, with imports estimated to satisfy more than 60.0% of domestic demand in 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
(Index)

2012 12,823 2,382 96.0 46.0 15,250 5,760 11,703 1,311 18,766 204
2013 12,424 1,636 111 60.0 16,616 5,276 10,059 1,435 17,207 195
2014 13,934 3,293 127 83.0 14,747 6,181 12,177 1,277 19,931 187
2015 12,074 1,893 114 98.0 13,860 5,997 10,496 1,237 16,573 131
2016 11,936 2,306 129 104 13,114 5,789 9,551 1,187 15,698 144
2017 12,943 2,696 126 107 15,089 6,610 11,355 1,361 17,688 187
2018 14,071 2,131 115 108 14,910 6,942 12,386 1,388 19,515 218
2019 12,630 2,369 121 107 14,928 6,051 9,913 1,409 16,491 177
2020 10,369 1,444 115 104 13,182 5,327 8,230 1,227 13,271 174
2021 11,678 2,076 122 110 14,252 5,876 10,002 1,337 15,804 261
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Industry Outlook
Outlook The Iron and Steel Manufacturing industry in Canada is expected to

benefit from improved market conditions over the five years to 2026.

The world price of iron ore is forecast to decline, reducing operating costs for many operators. However, global
economic uncertainty may weaken downstream demand for industry products. IBISWorld estimates that the world
price of steel will decrease an annualized 0.9% over the five years to 2026, which is expected to constrain revenue
growth. While the lingering economic effects of the COVID-19 (coronavirus) pandemic may further reduce demand
early during the period, these forces are expected to result in modest revenue growth during the latter half of the
period. Thus, industry revenue is projected to rise at an annualized rate of 0.8% to $12.1 billion over the five years to
2026. Forecast declines in operating costs and recent consolidation are expected to result in profit, defined as
earnings before interest and taxes, growing from 1.8% of revenue in 2021 to 2.3% in 2026.

Industry revenue growth is expected to be limited by a myriad of domestic and global factors. Domestically, industrial
capacity utilization, which measures potential industrial output to actual production, is expected to grow slightly.
Globally, industry operators will likely continue to endure volatile commodity and trade patterns alongside domestic
concerns. Most notably, global overcapacity and continued competition from imports is expected to limit revenue
growth over the next five years. Overall, the value of imports is expected to stagnate at $10.0 billion over the five
years to 2026.

MAJOR MARKETS

The nonresidential construction sector has long been one of the
industry's major markets and one of the most significant markets for
downstream clients in the secondary steel manufacturing sector.

The value of nonresidential construction is expected to increase an annualized 4.5% over the five years to 2026 as a
result of significant corporate profit growth over the past decade. Growth in this sector would cause companies to
invest in building office buildings and other structures that use steel as a primary material.

Steel is also used for different aspects of automotive production. Despite its ubiquity, steel endures strong external
competition from other materials in motor vehicle manufacturing, with the amount of steel in motor vehicle bodies,
engines and parts expected to decline over the next five years. This is part of a long-term move toward the use of
lightweight materials, particularly aluminum, in an effort to boost fuel efficiency by decreasing the weight of vehicles.
Nonetheless, increased competition from substitute material manufacturers is likely to boost research and new
development of lighter-weight grades of steel, which may ultimately benefit the industry.

INDUSTRY STRUCTURE

Conditions are expected to remain challenging for many higher-cost steel
manufacturers, particularly operators of integrated blast furnaces, which
convert raw iron ore into steel.

These producers contend with factors that limit output and profitability. In addition to having high costs for labour and
raw materials, these operators have difficulty adjusting output because it depends on large-scale production
methods, such as continuous casting, to contain average costs. During periods of strong demand and high steel
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prices, blast furnace facilities operate well, but performance deteriorates when conditions worsen. While blast
furnace producers will likely benefit from upward trending demand and prices, they may continue to lose market
share to lower cost producers. Canadian operators are likely to curtail production at traditional blast furnace mills as
price-based competition intensifies over the next five years.

In contrast, operators of electric arc furnaces have facilities that require less labour and provide more flexibility in
terms of output volumes. Production at these facilities is more adaptable to demand since it requires scrap steel
rather than mined iron ore or coking coal. While nearly half the steel produced in Canada is already manufactured in
electric arc furnaces, this share is expected to continue increasing due to relatively lower operating costs. However,
hiring is expected to pick up over the next five years in line with improved product prices, incentivizing many
operators to increase production; industry employment is forecast to rise an annualized 0.6% to 14,678 people over
the five years to 2026.

Strong forecast growth in steel prices is expected to attract new entrants, with the number of industry enterprises
anticipated to grow an annualized 0.5% to 113 operators over the next five years. However, this fairly modest rate of
growth in the number of new entrants, despite large expected growth in industry prices, is indicative of industry
volatility. Forecast growth in industry exports, which are expected to increase an annualized 1.0% to $6.2 billion over
the five years to 2026, will likely increase industry attractiveness for new entrants. Overall, while the domestic steel
industry is expected to remain volatile, operators that can effectively leverage forecast price growth and renewed
demand for industry products are expected to perform well over the next five years.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
 (Index)

2021 11,678 2,076 122 110 14,252 5,876 10,002 1,337 15,804 261
2022 11,531 2,114 121 110 14,120 5,824 9,735 1,324 15,442 225
2023 11,601 2,138 122 111 14,213 5,870 9,728 1,333 15,459 228
2024 11,780 2,149 122 111 14,392 5,969 9,828 1,350 15,639 235
2025 11,949 2,180 123 112 14,511 6,063 9,918 1,363 15,803 241
2026 12,138 2,230 124 113 14,678 6,168 10,023 1,380 15,994 250
2027 11,316 2,091 121 110 14,006 5,758 9,296 1,311 14,854 258
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry operators are consolidating

The industry experiences a slow rate of technological change

The industry's products, markets and technologies are well-established

The Iron and Steel Manufacturing industry in Canada is in the mature stage of its economic life cycle, characterized
by downstream market acceptance, static product lines, slow rates of technological change, slow revenue growth
and industry consolidation. Industry value added (IVA), which measures an industry's contribution to the overall
economy, is estimated to fall an annualized 0.3% over the 10 years to 2026, while Canadian GDP is projected to
grow at an annualized rate of 2.0% during the same period. Although strong IVA growth suggests a declining
industry, this is mostly due to a highly cyclical demand for steel products, thereby situating the industry in maturity.
Furthermore, integrated steel mills are characterized by exceptionally high variable and fixed costs, resulting in
massive fluctuations in profit from year to year. Deteriorating operating conditions placed downward pressure on
industry revenue and profit in 2015 and early 2016. More specifically, operating losses incurred by traditional blast
furnace operators such as Stelco Holdings Inc. in certain years have caused significant fluctuations in overall IVA
during this period, making IVA an unreliable indicator of this industry's life cycle. However, there are other notable
traits that signify the industry's maturity.

The industry's products, markets and technologies are well-established. No major changes in products or markets
are anticipated to occur, while major technological change within the industry is focused on decreasing costs and
improving the quality of current product offerings. Although certain multinational operators, such as ArcelorMittal SA,
are investing significant resources into the development of lower-density, higher-strength grades of steel for the
automotive sector, most of this new product development is done outside of Canada. The industry's overall product
categorization is unlikely to change drastically over the coming years. Ultimately, industry demand is contingent
upon broader macroeconomic conditions that propel its downstream markets. Simultaneously, demand and the
value of industry products are stifled or encouraged by global commodity prices in addition to oscillations in the
value of the Canadian dollar relative to its primary trading partners.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Metal Pipe & Tube Manufacturing in Canada

Steel Rolling & Drawing in Canada

Ferrous Metal Foundry Products in Canada

2nd Tier

Truck & Bus Manufacturing in Canada

Truck, Trailer & Motor Home Manufacturing in Canada

Car & Automobile Manufacturing in Canada

SUV & Light Truck Manufacturing in Canada

Key Selling Industries
1st Tier

Coal Mining in Canada

Iron Ore Mining in Canada

Copper, Nickel, Lead & Zinc Mining in Canada

Electric Power Transmission in Canada

2nd Tier

Utilities In Canada

Products & Services

  The Iron and Steel Manufacturing industry in Canada produces pig iron,
ferroalloys and steel.

Steel product sales generate almost all of the industry's revenue because pig iron and ferroalloys are typically used
as an input for steel production, although they can be sold to minimills that do not have the benefit of vertical
integration. Ultimately, product segmentation is broken down into inputs for other industries via crude steel and pig
iron and finished products including hot-rolled and cold-rolled steel shapes, in addition to coated steel products.

CRUDE STEEL

Crude steel is a primary input for secondary steel manufacturers.

Accordingly, while most industry operators have the capability to shape steel into products, they can also sell steel
to downstream processors. To make steel, iron ore must be smelted in blast furnaces and then alloyed with carbon.
In 2021, crude steel is expected to account for 40.2% of industry revenue, down from 42.2% in 2016 as operators
have sought less expensive alternatives and methods that consumer less steel. This segment is expected to make
up a significant amount of export sales since labour for shaping, rolling and drawing metal in other countries is
significantly lower.

PIG IRON FOR OTHER STEEL MILLS

Similar to crude steel, pig iron is a key input to other production
processes.

Pig iron differs from crude iron ore in that it is processed with coke in a blast furnace and typically has a higher
carbon content. Iron that is alloyed with carbon can then be processed into steel. Importantly, this industry includes
minimills and integrated steel mills. Therefore, minimills produce steel, but are bereft of the resources to extract iron
ore. As a result, many operators, particularly major players that are vertically integrated, sell pig iron to other steel
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mills so they can produce steel and steel products. In 2021, pig iron for other steel mills comprise an estimated
22.4% of industry revenue, up from 19.6% in 2016. This increase is a result of increased industry consolidation,
leaving many smaller operators to fill niche sectors of the market, such as selling pig iron for other steel mills.

HOT-ROLLED, COLD-ROLLED AND GALVANIZED STEEL SHAPES

Hot-rolled, cold-rolled and galvanized, or coated, steel shapes are
expected to account for 33.8% of industry revenue in 2021, up from 33.1%
in 2016.

Within Canada, all three of these products are produced in integrated continuous casting mills which primary product
hot-rolled coil (HRC) steel. Cold-rolled steel is produced by flattening hot-rolled steel through a series of rollers while
it is kept below its recrystallization temperature. This process improves the steel's strength, hardness, ductility and
surface finish.

Galvanizing refers to the process where flat-rolled steel products are coated with zinc to prevent corrosion and
increase the durability and versatility of steel products. In turn, steel sheets and strips can be cut and bent into a
variety of shapes, which are then used in countless products, including car bodies, airplane wings, medical tables
and building roofs.

OTHER

Other important products include hot-rolled and reinforcing bars, steel
plates, steel wire, heavy structural shapes and tin mill products.

Steel bars, plates, wire and structural shapes are used heavily in construction, with a significant share of sales
dependent on exports to the United States. Over the five years to 2021, demand from the US nonresidential
construction sector, a key export market for Canadian steel, has increased. Additionally, tin mill products, which are
used in food and beverage cans and other containers, have accounted for a relatively stable share of industry
revenue over the past five years due to the inelastic nature of demand for these products. Overall, this segment is
expected to represent 3.6% of industry revenue in 2021, down from 5.1% in 2016.

Demand
Determinants

Demand for the Canadian Iron and Steel Manufacturing industry depends
primarily on downstream needs for finished goods.

Due to its use in a multitude of downstream markets, steel demand is correlated to general levels of manufacturing
and construction activity. Hence, the determinants of demand for new homes, offices, automobiles, machinery and a
variety of other manufactured products and equipment drive steel purchases. From a broader standpoint, higher
consumer spending, general employment levels and industrial production lead to greater demand for steel, making
steel a highly cyclical product dependent on general macroeconomic conditions. Internationally, currency valuations
are also significant factors when it comes to demand, encouraging exports when the value of the Canadian dollar
depreciates.

Perceived trends in steel prices can have positive and negative effects on demand for steel. When prices are rising,
buyers rush to purchase, sometimes overbuying, in an effort to obtain less expensive materials. When prices fall,
buyers put off purchasing decisions, hoping to get a lower future price and then only purchase what is necessary to
fulfill present operations. Conversely, inflated prices can encourage some buyers to shift to competing substitute
materials such as aluminum and plastic.

Construction markets are another important source of demand for steel. Advantages of using steel include its
strength, stability and versatility in a variety of building applications. Steel is primarily used in commercial,
infrastructural and industrial construction. Only a small percentage of new houses are framed with steel, although
steel producers are aiming to boost the market penetration of steel in residential construction. If steel producers can
persuade more contractors to use steel frames for houses, it would effectively open up a new downstream market,
boosting demand for industry products.

Due to the high level of international trade in this industry, the spread of COVID-19 (coronavirus) represents a
significant threat to demand for industry products. Not only will many consumers likely lower their spending, with the
Consumer Confidence Index declining 27.2% in 2020, but international supply chains may experience significant
disruptions. Disruptions in global supply chains are especially difficult to navigate since exports are forecast to
account for 50.3% of revenue in 2021. While IBISWorld expects many operators to increase focus on domestic
sales and operations, overall demand for industry products declined in 2020.
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Major Markets

  The Iron and Steel Manufacturing industry in Canada serves several
markets for various end use applications.

  Ultimately, about half of industry revenue is generally derived from sales in export markets. The end use markets for
industry products in export markets are expected to mirror that of domestic demand.

EXPORTS

The largest share of industry products is destined for international
markets.

In 2021, exports are expected to account for 50.3% of industry revenue, up from 48.5% in 2016. Over the five years
to 2021, exports have grown as a share of revenue due to improved trade relations with the United States,
particularly toward the end of the period. The US manufacturing and construction markets affect Canadian steel
production because the United States accounts for more than 85.0% of industry exports. In 2020, the value of
exports decreased due to increased international competition from low price steel manufacturers in China, South
Korea and India. For more information, refer to the International Trade section.

MANUFACTURING

Manufacturing steel is a two-step process for most companies in the
industry.

During primary steelmaking, liquid iron is converted into steel either through a basic oxygen furnace (BOF) process
or by melting scrap steel or direct reduced iron (DRI) in an electric arc furnace. Secondary steelmaking is a refining
process in which alloying metals are added and impurities are removed. Industries within this broader market
include the Ferrous Metal Foundry Products industry in Canada (IBISWorld report 33151CA), the Metal Pipe and
Tube Manufacturing industry in Canada (33121CA) and the Steel Rolling and Drawing industry in Canada
(33122CA). In 2021, this market segment is expected to represent 11.7% of industry revenue, down slightly from
11.8% in 2016.

CONSTRUCTION

Downstream construction markets, particularly those in Canada and the
United States, are vital to industry performance.

Industry products are used in a wide variety of applications for construction, but the largest source of construction
demand for the industry is nonresidential construction. Nonresidential construction uses a high rate of industry
products, as these structures are generally larger and more expensive to build than residential buildings. In 2021,
construction markets are expected to account for 28.5% of industry revenue, down from 30.0% in 2016.

OTHER

Other direct purchasers of steel products include construction companies
and transportation equipment manufacturers.
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This segment is expected to account for 9.5% of industry revenue in 2021, a slight decrease from 9.7% in 2016.
Steel has had increasing utility for construction and installation projects due to its performance advantages over
substitute metals. Transportation equipment manufacturers use flat-rolled and long steel primarily in the automotive
market.

International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Steady

International trade in the Canadian Iron and Steel Manufacturing industry has been influenced by volatile market
conditions and exchange rates. Imports and exports have also fluctuated due to the industry's general volatility.

Exports

Due to a depreciating Canadian dollar, the value of exports is projected to grow at an annualized rate of 0.3% to
$5.9 billion over the five years to 2021. This is due to various factors, primarily an improved trade relationship with
the United States, which is the industry's largest trading partner. As a result of tariffs enacted upon domestic steel by
the United States, industry exports declined 12.8% in 2019. While the tariffs have since been lifted, exports have
decreased further in 2020 due to the COVID-19 (coronavirus) pandemic, which is expected to make international
trade particularly difficult during the first half of 2021. In 2021, the United States is expected to account for 86.7% of
industry exports, followed by Mexico, which accounts for 3.4% of exports. The Netherlands and China follow as the
third- and fourth-largest export destinations, but ultimately capture a negligible share of exports.

Imports

The value of industry imports is projected to increase an annualized 0.9% to $10.0 billion over the five years to
2021. During the period, the loonie has appreciated, making foreign products more attractive compared with
domestic goods. Imports are expected to grow 21.5% in 2021 alone as demand returns following the coronavirus
pandemic. In 2021, major sources of iron and steel imports include the United States (46.4%) and South Korea
(5.7%). Brazil (5.6%) and China (4.8%) also represent significant sources of imports in 2021.
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Business
Locations

  The concentration of establishments in the Canadian Iron and Steel Manufacturing industry is largely influenced by the proximity
to downstream markets and upstream suppliers of key inputs such as iron. Iron and steel manufacturing locations also tend to be
correlated with industrial production activity; hence, most industry establishments are located in Ontario and Quebec. Ontario,
which is home to all of the major players' largest facilities, accounts for most of this industry's output in any given year.

According to 2020 data from Statistics Canada (latest data available), Ontario accounts for 52.0% of industry establishments in
2021 and is the most densely concentrated region in the industry. Due to its proximity to the United States, a key export
destination, Ontario is an attractive region for businesses. Quebec also holds a large share of industry establishments, home to
19.0% of business locations in 2021. Other provinces with a significant number of establishments include Alberta (9.1%),
Saskatchewan (9.1%) and British Columbia (5.0%). Notably, these are all southern provinces with access to distributional
channels to the United States and other nations that purchase industry products.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Iron and Steel Manufacturing industry in Canada exhibits a moderate to high level of concentration, with the
three largest players accounting for about 53.5% of industry revenue in 2021. ArcelorMittal SA (ArcelorMittal) and
Stelco Holdings Inc. have each been in operation for more than a century and still constitute some of the largest
integrated steel mills in North America. Meanwhile, Gerdau SA has quickly become a major player in Canada over
the past two decades via a series of strategic acquisitions, mergers and product capacity expansions at various
facilities. These three operators, combined with former major player, Essar Steel Algoma Inc. (Essar), which was
recently acquired in a joint venture between ArcelorMittal and Nippon Steel Corporation (Nippon), traditionally
maintain a market share closer to 80.0%. However, as this acquisition was completed at the end of 2019, it is still
unclear how Essar's operations will be divided between ArcelorMittal and Nippon, including potential closures. Over
the past decade, concentration had increased as larger operators acquired smaller steel producers to increase
market share. This moderate to high level of concentration is expected to continue despite the recent acquisition of a
major player. Consolidation, and therefore, industry concentration are expected to intensify over the five years to
2026. This is attributed to increasing global competition for domestic customers and highly volatile input costs.
Consolidation has been the solution for many participants because larger and more diversified operations can
reduce costs through economies of scale and mitigate the risk of negative product or market segment conditions.
Ultimately, larger operators are continuously capturing market share even with new industry participants, most of
which remain small by virtue of this fact. According to Statistics Canada, 44.6% of all industry establishments have a
staff of fewer than 10 people, while 76.9% employ fewer than 100 people. Only eight production facilities employ
more than 500 people and are expected to be part of the major players' operations.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Ability to pass on cost increases:
Since raw materials are the largest cost items for the industry, the ability to pass on cost movements is important to
maintain profitability and competitiveness.

Output is sold under contract:
Industry players that incorporate long-term sales contracts are better able to maintain stable demand and reduce the
effects of fluctuating steel prices.

Degree of globalization in the industry:
Geographic diversity of assets and markets, including exporting countries, creates a buffer against negatively
fluctuating output and regional economic downturns.

Supply contracts in place for key inputs:
Steel manufacturers must secure long-term supply contracts to guard against major fluctuations in the prices of iron
and coal.

Ability to accommodate environmental requirements:
Mills must be able to meet environmental laws and regulations to successfully operate plants.
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Cost Structure
Benchmarks

  Profit

The industry is characterized by exceptionally high fixed costs and
relatively high variable costs, resulting in large fluctuations in profit from
year-to-year. Volatility in the price of steel scrap, iron ore and other key
inputs make it difficult for manufacturers to anticipate future costs and
optimize production, which constrains industry profitability. This is a
major issue for blast furnace operators, which incur significantly higher
fixed costs than electric arc furnaces. In 2021, IBISWorld estimates that
profit, measured as earnings before interest and taxes, will account for
1.8% of industry revenue, down from 3.3% in 2016. In 2020, profit fell,
operating at a loss of 2.7%, due to factors related to the COVID-19
(coronavirus) pandemic. In 2021, profit is expected to grow
considerably compared with 2020, but still remain low.

 

  Wages

Wages consume an estimated 11.5% of industry revenue in 2021, up
from 9.9% of industry revenue in 2016. The average wage paid to
employees varied according to industry profit that year as did the
number of employees per establishment. When experiencing uncertain
profitability, major players in the industry have a harder time deciding to
invest in higher wages or more employees. Wages are expected to
grow in value over the five years to 2021 alongside a forecast decline in
revenue during the same period, pushing up wages as a share of
revenue.
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  Purchases

Purchases are regularly the most significant expense for industry
operators. Purchases consume an estimated 63.2% of industry revenue
in 2021, down from 64.0% in 2016. The largest component of purchase
expenditure is the cost of the industry's primary raw material inputs,
which include iron ore, scrap steel and coking coal. As more minimills
open, purchases figures are likely to trend upward because minimills
are more reliant on external inputs as compared with integrated
producers that do not depend on as many raw material purchases.

 

  Marketing

Marketing costs are negligible, representing an estimated 0.2% of
revenue in 2021, a figure that is expected to remain steady over the five
years to 2021. This is due to operators relying more heavily on an
established reputation in the market.

 

  Depreciation

Depreciation is expected to account for 4.5% of revenue in 2021, down
from 6.1% in 2016. Expenditures are focused heavily on steelmaking
equipment rather than property, structures or vehicles. Steel is primarily
made through either blast furnaces or electric arc furnaces. Blast
furnaces produce steel from direct reduced iron, while electric arc
furnaces reprocess steel scrap steel. The expensive nature of these
furnaces, combined with the fact that some run almost nonstop, causes
wear and tear on the machines and relatively high industry depreciation
costs.

 

  Rent

Rent costs are expected to account for 1.3% of industry revenue in
2021, up from 0.9% in 2016. The cost of rent for industry operators is
higher than the average Canadian company because of the space
needed to manufacture metals.
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  Utilities

The industry experiences high energy costs as steel product production
requires large fuel and electricity consumption, particularly electric arc
furnaces. Overall, IBISWorld anticipates utility costs to account for 7.2%
of industry revenue in 2021, down from 7.7% in 2016.

 

  Other Costs

Other expenses include insurance, warehousing, transportation and
administrative costs. In 2021, IBISWorld projects other expenses will
account for 10.3% of industry revenue, up from 7.8% in 2016.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  Manufacturers in the Canadian Iron and Steel Manufacturing industry
fabricate a variety of products, competing on both price and quality within
various product groups, in addition to crude steel for downstream metal
distributors (IBISWorld report 41621CA) and processors in the Steel
Rolling and Drawing industry in Canada (33122CA).

Within the same general product category, there are price variations based on the thickness of the steel and its
composition. Despite high product diversity, competition within the industry is high and steady because producers
seek to establish contractual relationships with buyers in major markets. International competition through imports is
of major concern for manufacturers and substitute products also represent a growing threat, further contributing to
this heightened competitive landscape over the five years to 2021.

INTERNAL COMPETITION

Steel manufacturers are primarily made up of integrated producers and
minimills.

Integrated producers use iron ore and coke, a type of fuel, as primary raw materials, while minimills use steel scrap
to craft products and generally require less labour. This distinction creates different cost structures for each, with
minimill operations having lower operating costs than integrated producers. Steel scrap, although less expensive
than iron ore, is still a major cost for minimills. Therefore, competition among producers is concentrated more heavily
on quality and turnaround time than on the basis of cost.

While there is significant domestic competition between manufacturers, the largest source of competition comes
from international steel manufacturing. On a global scale, producers compete on the basis of cost and access to key
buying markets. International competitors, such as China, have lower labour costs and currently comprise nearly half
of global steel output. Furthermore, some of these foreign mills are owned, controlled or subsidized by government
entities, enabling production decisions to be influenced by political and economic policy considerations. Over the five
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years to 2026, importers are expected to continue supplying a large portion of demand, undercutting industry
operators in the process.

EXTERNAL COMPETITION

Iron and steel compete with either less expensive nonmetallic materials or
with more expensive materials that have a performance advantage.

For example, within the motor vehicle industry, iron and steel compete with lighter materials, such as aluminum and
plastics. Aluminum, concrete and wood are the main sources of competition in the construction sector; similarly,
aluminum, glass, paper and plastics compete in the container industry. Moving forward, the emergence of additional
substitutes could adversely affect future prices and demand for steel products, although this can be offset by
metallurgical research that addresses these performance disadvantages.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady

  Barriers to entry into the Iron and Steel Manufacturing
industry in Canada are high due to the concentration of
major operators and the large input costs and significant
capital needed to operate and maintain existing
operations. Large facilities generally produce greater
output, but only the largest manufacturers with high
capital resources are able to acquire and operate them.
Further, the industry is highly volatile. Therefore, smaller
operators that do not have the debt leveraging
capabilities, global reach and economies of scale that
benefit larger businesses may find it difficult to remain in
business amid declines in commodity prices or wavering
demand. Accordingly, these conditions inhibit industry
participation, especially without significant assistance
from the government.

The four largest players also control contracts with the
industry's major buyers, increasing barriers to entry by
limiting distribution and downstream potential for new
entrants. Product categories in the industry are also
heavily saturated and controlled by established players,
giving new entrants little means to enter the marketplace.
Still, new technology continues to make smaller plants
more competitive, especially minimills linked with electric
arc furnaces. Ultimately, while these technologies are
costly, a new entrant can optimize its small-scale
production processes, improve profit and build market
share. However, these new participants are also at the
mercy of international commodity prices.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Iron and Steel Manufacturing industry in Canada is characterized by a high level of globalization due to high levels of
international trade. The commodity market is implicitly global, with most production centralized in a few key regions due to
the distribution of natural resources and the capital investment needed to mine and process them. For example,
according to the World Steel Association (WSA), nearly half of global steel output is generated in China, while demand is
more spread out among nations.

While China produces significantly more steel than other countries, Canada creates a sizeable amount of the world's
steel as the 18th-largest producer. Additionally, Canada is the 19th-largest steel exporter and 18th-largest steel importer,
directly positioning it at the nexus of international trade flows and the world commodity marketplace. While the effect of
COVID-19 (coronavirus) on China's steel production is still unclear, global supply chain disruptions are already evident.
Domestic operators may experience opportunities to expand global supply of industry products in certain parts of the
world, where importing from China may be difficult.

Importantly, while international trade encourages industry participation, Canadian manufacturers must continuously
compete with foreign-owned steel mills, while the high level of competition makes operating difficult for domestic
operators. Canadian steel producers' reliance on exports is considerable, with exports forecast to account for about
50.0% of revenue in 2021.
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Major Companies

Major Players ArcelorMittal SA

Market Share: 34.4%

  ArcelorMittal SA (ArcelorMittal) is the largest integrated steel producer in the world, boasting an annual production
capacity of about 108.0 million tonnes, according to the company's 2020 annual report (latest data available), direct
manufacturing operations in 19 countries and a sales presence in more than 150 countries. The company manages
a network of more than 200,000 employees at 48 steel-making facilities and dozens of standalone rolling or
extruding mills worldwide. Headquartered in Luxembourg, ArcelorMittal was formed in 2006 from the merger of Mittal
Steel and Arcelor, which were the two largest steel companies in the world at the time. In 2020, the company
generated total net sales of $71.4 billion across all operating segments and geographic markets.

ArcelorMittal recently reorganized its business segments to comprise more geographically specific operations.
ArcelorMittal operates in the domestic industry via its ArcelorMittal Dofasco and ArcelorMittal Long Products Canada
businesses, although it has other operations in Canada, primarily in downstream steel rolling and drawing
(IBISWorld report 33122CA) and iron ore mining (21221CA). ArcelorMittal Dofasco is a supplier of high-quality flat
rolled steel products. Strategically located in Hamilton, ON, at the western end of Lake Ontario, ArcelorMittal
Dofasco is based in one of Canada's busiest Great Lakes seaports with easy access to markets in Canada, the
United States and across the world. ArcelorMittal Long Products Canada includes a series of minimills located in
Contrecoeur, QC, that specialize in long wire, rod, bar and slab production. This business includes three steel mills,
one reduction plant and one recycling centre. In 2020, the company's Canadian steel mills produced 4.3 million
tonnes of steel, accounting for 24.2% of the company's North American output that year.

The company produces hot-rolled, cold-rolled, galvanized, chromium-coated and pre-painted flat rolled steels and
tubular products. This wide range of steel products is sold to customers in the automotive, construction, energy,
manufacturing, pipe and tube, appliance and packaging industries. Crucially, vertical integration optimizes these
processes, with the company sourcing an estimated 90.0% of its coke needs from its own operations.

Financial performance
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ArcelorMittal's industry-relevant revenue is forecast to decline an annualized 3.9% to $4.0 billion over the five years
to 2021. Revenue grew strongly during the middle of the period due to the recovery of downstream industries and
recovering steel prices following significant contraction in industrial activity during the commodity collapse in 2015.
Following industry trends, company revenue declined again in 2019 and 2020, alongside falling world steel prices
and falling industrial activity. Additionally, the spread of COVID-19 (coronavirus) is expected to significantly reduce
downstream demand for industry products and fuel a decline of 29.0% in industry-relevant revenue in 2020 alone.
This volatile operating environment is expected to harm the company's industry-relevant operating profit, as
operators contend with high operating expenses. The company's industry-relevant operating profit, defined as
earnings before interest and taxes, is expected to decline an annualized 24.7% to $150.0 million over the five years
to 2021.

 
ArcelorMittal SA (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 4,894.7 N/C 620.0 N/C
2017 5,483.6 12.0 361.1 -41.8
2018 6,183.6 12.8 574.5 59.1
2019 5,696.7 -7.9 511.8 -10.9
2020 4,043.6 -29.0 -446.7 N/C
2021 4,016.2 -0.7 150.0 N/C

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

Stelco Holdings Inc.

Market Share: 12.5%

  Stelco Holdings Inc. (Stelco) is headquartered in Hamilton, ON, and is a fully integrated steel producer with
operations in Canada. Established in 1910, Stelco operated independently until 2007 when it was purchased by the
United States Steel Corporation (US Steel) for $1.1 billion in cash. In late 2014, US Steel decided to divest
completely from its Canadian operations and announced plans to sell all Canadian assets to interested buyers.
These assets included its Hamilton Works and Lake Erie Works facilities, both of which are historically significant
steel mills located in Ontario. These assets were purchased by the private holding company Bedrock Industries
Group LLC in late 2016 and amalgamated into a new company under the Stelco name, which was made public in
late 2017. Stelco currently has an estimated 2,200 employees and it maintains two industry-relevant manufacturing
facilities, with one in Hamilton and one in Nanticoke, ON.

Stelco specializes in flat-rolled value-added steels including coated, cold- and hot-rolled steel products. These three
product segments comprise most of the company's production and generate the bulk of its revenue. The Lake Erie
Works facility boasts a coke battery, blast furnace, two basic oxygen furnaces, a steel ladle treatment system, a
steel degassing facility, a twin-strand slab caster and three picking lines, producing hot-rolled coil and hot-rolled
picked steel for end use or for further processing in Hamilton. The Hamilton facility has a coke battery, four-strand
cold-rolling mill, a Z-line galvanizing and galvannealing line, in addition to a continuous galvanizing line. As a
vertically integrated company, the Hamilton facility is a processor of hot-rolled steel from Lake Erie Works.

Financial performance

Stelco has performed well over the five years to 2021, expanding rapidly compared with the tepid and volatile growth
of the industry at large, thereby improving its market share to an estimated 12.5% in 2021. It was affected by lower
steel prices and volatile markets due to the COVID-19 (coronavirus) pandemic, but is expected to recover in 2021
due to the efficiency of its vertically integrated facilities, which enable lower overall costs for Stelco. Overall,
IBISWorld expects Stelco's industry-relevant revenue to grow an annualized 2.8% to $1.4 billion over the five years
to 2021. Despite a return to growth regarding the company's revenue, a forecast decline in world steel prices for two
consecutive years is expected to result in Stelco's industry-relevant operating profit operating at a loss of $42.2
million in 2021.
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Stelco Holdings Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,274.8 N/C -134.1 N/C
2017 1,233.6 -3.2 34.7 N/C
2018 2,218.1 79.8 461.6 1,230.3
2019 1,541.1 -30.5 35.2 -92.4
2020 1,336.7 -13.3 -45.8 N/C
2021 1,464.5 9.6 -42.2 -7.9

Source: Annual Report and IBISWorld
Note: *Estimates

Gerdau SA

Market Share: 6.6%

  Headquartered in Porto Alegre, Brazil, Gerdau SA (Gerdau) is a holding company engaged in the steel production
industry. The group operates in 14 countries and produces about 25.0 million tonnes of steel annually for use in
automotive, construction, agricultural and industrial markets. In addition to nails and long-rolled steel, the company
also makes billets, wire rods, bars and steel ingots. The company's steel products are used in agricultural
machinery, automotive components, hydroelectric plants, office buildings and houses, among others. In late 2015,
the company reorganized its business segments by product and geographic lines. Gerdau currently operates under
the Brazil, North America, South America and special steel business units, of which, the North America segment is
considered partially industry relevant.

Gerdau entered the Canadian market in 1989 through its acquisition of a minimill in Cambridge, ON. The company
continued to boost its share of the North American market through its acquisition of Ameristeel Corp., culminating in
2002 with the merger of former Canadian steelmaker, Co-Steel, with the company's North American unit. Gerdau
currently has 15 steel mills and dozens of other production and recycling facilities across the United States and
Canada. By production volume, the company is the largest integrated manufacturer of long steel products in North
America.

The company participates in this industry via three steelmaking facilities, all three of which are electric arc furnaces,
also known as minimills, that transform metal scrap into long steel products intended for the construction and
general manufacturing markets. Crucially, these facilities only produce crude steel and rolled steel products. Its
largest facility in Whitby, ON, manufactures both flat and long products and has an annual capacity of just under 1.0
million tonnes. The other two facilities, located in Cambridge, ON, and Manitoba have a capacity of 0.3 million
tonnes and 0.4 million tonnes, respectively. Within Canada, the company's main product categories include rebar
and semifinished products, including billets and blooms.

Financial performance

IBISWorld estimates Gerdau's industry-relevant revenue will fall an annualized 2.4% to $773.0 million over the five
years to 2021. This is primarily a result of falling world prices of steel in 2019 and 2020, combined with slow
production schedule changes. However, Gerdau's sales of rebar and wire rod, which are used widely in construction
industries, has kept revenue losses minimal, as housing markets in Canada and the United States performed well.
The company's lack of vertical integration in Canada makes it difficult for the company to generate profit when
industry conditions are poor. However, IBISWorld expects that the company's industry-relevant operating profit,
defined as earnings before interest and taxes, will grow to $39.4 million in 2021 after beginning the period at an
operating loss.



Iron & Steel Manufacturing in Canada July 2021

32 IBISWorld.com

 
Gerdau SA (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 872.2 N/C -154.1 N/C
2017 932.7 6.9 -70.0 -54.6
2018 1,558.8 67.1 82.8 N/C
2019 868.6 -44.3 74.4 -10.1
2020 808.0 -7.0 11.5 -84.5
2021 773.0 -4.3 39.4 242.6

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from BRL to CAD)

Other Companies The Iron and Steel Manufacturing industry in Canada is dominated by a few key major players. Most of these
companies operate more than one facility and process their own steel into different hot and cold rolled products.
While Canada is among the top 20 steel producers in the world, according to the World Steel Association, there are
few establishments compared with the substantial revenue it generates. Plus, industry consolidation is the norm
since steel production is so capital intensive. Meanwhile, labour shortages for experienced metalworkers and
metallurgical researchers restrict industry operations to a small number of typically large operators. IBISWorld
estimates that an average industry enterprise generates $106.2 million in revenue in 2021, exemplifying this pattern.
Still, within this landscape, some companies have attained a sizable market share outside of the major players'
share.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Iron and Steel Manufacturing industry in Canada is
characterized by a moderate to high level of capital
intensity. Expenditures are focused heavily on machinery
and equipment rather than property, structures or vehicles.
On average, IBISWorld estimates that for every $1.00
spent on labour, $0.39 will be allocated toward capital
expenditures in 2021, down from $0.61 in 2016.

Although the industry requires high capital expenses,
employment levels have increased after falling
considerably prior to the five years to 2021. Employment
growth is expected to contribute to industry wages growing
an annualized 2.4% to $1.3 billion over the five years to
2021, helping to lower the industry's level of capital
intensity.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

Unlikely A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Very High Innovation
Concentration

Very Likely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Very Low Ease of Entry Very
Unlikely

A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

Very Low Rate of Entry Very
Unlikely

Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

Medium Market
Concentration

Potential A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

The most relevant disruptive force in the Canadian Iron and Steel
Manufacturing industry is the advancement of 3D printing.

Improvements in material sciences and process manufacturing is expected to decrease overall steel demand from
consumers. Furthermore, with the increase of ride-share services, such as Lyft Inc. growing in usage and popularity, along
with driverless cars emerging, demand for new vehicles is projected to weaken, which would lower demand in another key
downstream industry. However, with the rise of the fourth industrial revolution, also known as Industry 4.0, manufacturers
are expected to benefit from big data and the Internet of Things to manage more efficient facilities and remain flexible to
consumer demand.

The level of technology change is    Medium

  The Iron and Steel Manufacturing industry in Canada incorporates three basic
steelmaking technologies, including basic oxygen, the electric arc furnace and
the open-hearth furnace.

Ferroalloys are produced by an energy-intensive process that involves submerged electric arc furnaces.

Types of technology used have changed, as manufacturers attempt to streamline production capacity and reduce fixed
costs. Steel production by the outdated open-hearth method ceased in the United States by the early 1990s. Until 2002,
blast furnaces accounted for the bulk of raw steel output. However, the share of production created by these methods has
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been in decline ever since, accounting for about 30.0% in 2018, according to the World Steel Association. During the same
period, the importance of electric arc furnaces increased, with its share of output rising to more than half of all production
methods. The shift reflects the lower operating costs of electric arc furnaces compared with blast furnaces.

The increased availability of steel scrap and the greater flexibility of the electric arc furnace have underpinned its growing
importance in production. Electric arc furnaces are basically steel scrap melting operations, although small amounts of pig
iron are also added to the scrap. In addition to steel scrap, the major input to electric arc furnace production is electricity.
Increasingly, steel minimills, which specialize in thin slab casting and the rolling of flat products, have been linked with
electric arc furnaces.

Scrap steel generally cannot be used to produce the highest-quality products. Typically, pig iron is added to the input mix to
improve quality. However, this not only makes producers using electric arc furnaces dependent on blast furnace output, as
most pig iron is produced in blast furnaces, but also carries with it a price disadvantage, since pig iron tends to be more
expensive than scrap. Direct reduced iron, iron carbide and hot briquetted iron are all being trialed as inputs to improve the
quality of steel from electric arc furnaces.

Future technological change is focused on reducing costs, meeting environmental standards and increasing product quality.
Being highly regulated, the industry suffers from high environmental remediation charges, so producers constantly seek
ways to reduce these costs. Iron and steel manufacturers also research ways to increase product quality while maintaining
or reducing capital and operating expenditures. Overall, technological change in the industry is moderate.

Revenue
Volatility

The level of volatility is    High

  The Iron and Steel Manufacturing industry in Canada is highly volatile because
revenue fluctuates in line with steel prices, which are subject to significant
year-to-year swings.

Overall, industry revenue is forecast to fluctuate 13.4% over the five years to 2021. Essentially, steel prices vary in
response to global supply and demand conditions, although commodity market manipulation is also a significant contributor
to its volatility. Over the five years to 2021, production in terms of tonnage has remained relatively steady, reflecting the
high-cost nature of the industry and the availability of supply. In addition, changes in technology that have enabled lighter
steel grades to be used in a range of applications have caused greater fluctuation in demand, limiting the prospect of
steady growth in steel production. Additionally, depressed world steel prices, compared with the period prior, has caused
some additional revenue volatility for industry operators.

For example, the world price of steel declined 19.0% decline in 2019, which was followed by industry revenue declining
10.2% the same year. However, strong revenue growth in 2017 and 2018, fuelled by three consecutive years of growth in
world steel prices between 2016 and 2018, is expected to increase revenue volatility in the industry over the five years to
2021. In 2020, revenue has been especially volatile, as a reduction in downstream construction industries and a forecast
downturn in exports is expected to result in industry revenue falling 17.9% in 2020.

Regulation & The level of regulation is    Medium and the trend is Increasing
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Policy Steel mills, similar to the manufacturing sector at large, are subject to federal
and local environmental laws and regulations that relate to air and water
quality, limitations on the discharge of pollutants into the environment and
standards for the treatment, handling and disposal of toxic and hazardous
wastes.

Any changes in regulations can influence company capital decisions, in addition to operating and compliance costs.

Changes in the level of regulation can result in changing capital, operating and compliance costs for operators in the
Canadian Iron and Steel Manufacturing industry. Ultimately, these regulations are enforced jointly through Environment
Canada and Health Canada, which are responsible for the management of toxic substances under the Canadian
Environmental Protection Act, primarily emphasizing the emissions of total particulate matter and volatile organic
compounds.

In addition to the regulatory issues noted above, industry operators are also subject to a variety of nonenvironmental
matters. Included in these are occupational health and safety, wage, overtime and other employment matters and dealings
with provincial and federal government agencies. As with other regulatory matters, nonenvironmental issues can vary from
province to province. Overall, there do not appear to have been any significant changes in the overall regulatory
environment over the five years to 2021.

Industry
Assistance

The level of industry assistance is    Medium and the trend is Steady

Over most of the five years to 2021, there were no steel-specific tariffs
significant enough to have a major effect on the Canadian Iron and Steel
Manufacturing industry's performance.

Typically, major steel suppliers, such as China and the United States, have been categorized as most favoured nations
(MFN), eliminating any significant tariffs and stimulating export growth. The governmental environment has been more
complicated over the past couple of years due to changing US policies, as the United States placed tariffs of 25.0% on
Canadian steel and iron in March 2018. This prompted an announcement in October 2018 by the Canadian government
imposing its own tariffs of 25.0% on US products. Tariffs were eliminated in May 2019 when a deal was reached between
Canada, Mexico and the United States.

In response to the tariffs placed by the United States, the Canadian government made some efforts to assist the domestic
steel industry. For example, in October 2018, the federal government announced a commitment of up to $49.9 million to
ArcelorMittal SA, the industry's largest operator, to assist the company in its project to modernize its facilities to improve its
competitiveness. Additionally, in March 2019, the government announced $100.0 million in funding for small- and medium-
sized enterprise steel and aluminum manufacturers in Canada. The goal of this funding is to offset the significant effect that
the tariffs have had on these small and medium-sized producers.

In addition to government assistance, industry operators benefit from membership in several trade associations, such as
the Canadian Steel Producers Association, World Steel Association and the Fabricators & Manufacturers Association
International. These professional organizations provide Canadian iron and steel manufacturers with information about
industry-specific market conditions and emerging market trends, in addition to general information and advice on legislation
affecting operators.

Due to the spread of COVID-19 (coronavirus), the Canadian Government instituted a variety of assistance programs that
some industry operators may have qualified for in 2020. For example, the Canada Emergency Wage Subsidy covered a
portion of an employee's wages for eligible employers that were negatively affected by the coronavirus pandemic.
Additionally, operators were able to take advantage of tax deferrals and improved access to credit and loans to remain
liquid. The Canada Emergency Business Account also provided interest-free loans to small businesses of up to $40,000.
Large operators were able to apply for bridge financing through the Large Employer Emergency Financing Facility.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
(Index)

2012 12,823 2,382 96.0 46.0 15,250 5,760 11,703 1,311 18,766 204
2013 12,424 1,636 111 60.0 16,616 5,276 10,059 1,435 17,207 195
2014 13,934 3,293 127 83.0 14,747 6,181 12,177 1,277 19,931 187
2015 12,074 1,893 114 98.0 13,860 5,997 10,496 1,237 16,573 131
2016 11,936 2,306 129 104 13,114 5,789 9,551 1,187 15,698 144
2017 12,943 2,696 126 107 15,089 6,610 11,355 1,361 17,688 187
2018 14,071 2,131 115 108 14,910 6,942 12,386 1,388 19,515 218
2019 12,630 2,369 121 107 14,928 6,051 9,913 1,409 16,491 177
2020 10,369 1,444 115 104 13,182 5,327 8,230 1,227 13,271 174
2021 11,678 2,076 122 110 14,252 5,876 10,002 1,337 15,804 261
2022 11,531 2,114 121 110 14,120 5,824 9,735 1,324 15,442 225
2023 11,601 2,138 122 111 14,213 5,870 9,728 1,333 15,459 228
2024 11,780 2,149 122 111 14,392 5,969 9,828 1,350 15,639 235
2025 11,949 2,180 123 112 14,511 6,063 9,918 1,363 15,803 241
2026 12,138 2,230 124 113 14,678 6,168 10,023 1,380 15,994 250

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price
of steel (%)

2012 0.30 30.3 62.7 4.54 2.32 -4.43 42.3 -0.42 25.3 -14.0
2013 -3.12 -31.4 15.6 30.4 8.95 -8.41 -14.1 9.45 -8.31 -4.57
2014 12.2 101 14.4 38.3 -11.3 17.1 21.1 -11.0 15.8 -3.79
2015 -13.4 -42.5 -10.2 18.1 -6.02 -2.98 -13.8 -3.15 -16.8 -30.1
2016 -1.14 21.8 13.2 6.12 -5.39 -3.46 -9.01 -4.02 -5.28 10.2
2017 8.43 16.9 -2.33 2.88 15.1 14.2 18.9 14.6 12.7 29.9
2018 8.70 -21.0 -8.74 0.93 -1.19 5.02 9.08 1.95 10.3 16.7
2019 -10.2 11.2 5.21 -0.93 0.12 -12.8 -20.0 1.53 -15.5 -19.0
2020 -17.9 -39.0 -4.96 -2.81 -11.7 -12.0 -17.0 -12.9 -19.5 -1.81
2021 12.6 43.7 6.08 5.76 8.11 10.3 21.5 9.01 19.1 50.4
2022 -1.27 1.83 -0.82 0.00 -0.93 -0.89 -2.68 -1.00 -2.30 -14.1
2023 0.60 1.15 0.82 0.90 0.65 0.79 -0.08 0.64 0.11 1.43
2024 1.54 0.52 0.00 0.00 1.25 1.68 1.02 1.32 1.17 2.95
2025 1.43 1.40 0.81 0.90 0.82 1.57 0.91 0.94 1.05 2.86
2026 1.58 2.29 0.81 0.89 1.15 1.72 1.06 1.23 1.20 3.44

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2012 18.6 62.4 44.9 841 10.2 159 85,993
2013 13.2 58.5 42.5 748 11.6 150 86,387
2014 23.6 61.1 44.4 945 9.16 116 86,594
2015 15.7 63.3 49.7 871 10.2 122 89,235
2016 19.3 60.8 48.5 910 9.95 102 90,529
2017 20.8 64.2 51.1 858 10.5 120 90,205
2018 15.1 63.5 49.3 944 9.86 130 93,072
2019 18.8 60.1 47.9 846 11.2 123 94,386
2020 13.9 62.0 51.4 787 11.8 115 93,059
2021 17.8 63.3 50.3 819 11.5 117 93,832
2022 18.3 63.0 50.5 817 11.5 117 93,768
2023 18.4 62.9 50.6 816 11.5 117 93,759
2024 18.2 62.8 50.7 819 11.5 118 93,816
2025 18.2 62.8 50.7 823 11.4 118 93,929
2026 18.4 62.7 50.8 827 11.4 118 94,005

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Statistics Canada
http://www.statcan.gc.ca

Innovation, Science and Economic Development Canada
http://www.ic.gc.ca

Canadian Manufacturers & Exporters (CME)
http://www.cme-mec.ca

Canadian Steel Producers Association
http://www.canadiansteel.ca

World Steel Organization
http://www.worldsteel.org

Industry Jargon BLAST FURNACE
A furnace used in integrated steelmaking, in which coke and iron ore react together under a hot air flow to form
steel.

COKE
A high-carbon solid produced by heating coal in an oven to drive off volatile components.

ELECTRIC ARC FURNACE
A furnace for scrap-based steelmaking, in which scrap steel is melted and recycled.

FERROALLOY
An iron alloy with a high proportion of one or more other elements that is used in the production of steel as a raw
material.

PIG IRON
The intermediate product of smelting iron ore with coke; usually transferred in molten form to steelmaking furnaces.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.
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EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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